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Real estate activity in March dropped with quite a 
REAL ESTATE ACTIVITY thump. From the February reading of 41.9 points 

above the long-term computed normal, it fell to 
36.0 in March, a drop of almost 6 points. Of the cities making up our seasonally 
corrected index, Buffalo, New York, showed the greatest decrease with a fall of 24 
per cent; Miami dropped 19 per cent, and Atlanta dropped 17-1/2 per cent. These 
big drops were somewhat offset by increased activity in Duluth (16 per cent) and 
Minneapolis (15 per cent). Final figures for March activity have not been received 
| from all cities, and when they are there is a possibility that the revised March fig- 
ure will not show quite so great a drop. 





We believe that national real estate activity is not going to slump seriously this 
year, The outlook, while still foggy, is not so muddled nor so ominous as last month. 
There have been few times in the past when real estate activity was so high as it is 
om e today, but sales are becoming more difficult to make, the edge is off - people are 

harder to please - many are worried - some are scared, The carefree spending days 
are gone - at least for the time being. Many real estate brokers know this, and 
more are going to find it out; but while 1948 will probably not be as good a real estate 
year as 1947, the chances are that hard work and salesmanship can still make ita 
very good one. The uncertainty of the times makes any forecasting a hand-to-mouth 
proposition. Next month the outlook may be different. 


We have just completed our quarterly mortgage 
REAL ESTATE survey of 40 cities. After a comparatively slow 
MORTGAGE ACTIVITY Start in early 1947, mortgage activity picked up 

tremendously in the last quarter of the year, and 
finished slightly ahead of 1946. We do not expect such high activity in 1948, but we 
do expect sounder loans, If our guess is correct, the higher interest rates and more 
realistic appraisal policies of 1948 will result in less business for the mortgage 
lenders this year and less business at the courthouse door a few years hence, The 
more conservative attitude being adopted by many sources of mortgage money will be 
one factor restricting mortgage activity and the lower level of real estate activity will 
be another. Here, again, the outlook is uncertain and may be revised. 


The cost of building our standard six-room frame 


CONSTRUCTION COSTS house in St. Louis rose slightly in April to $13,- 
894. This is the highest the cost of this house has 
i e ever gone. It now begins to look as if the two peak years of this housing boom will 


occur while building costs are at their height. During our last boom construction 
costs reached their peak in 1920, and then fell 20 per cent in the next two years, 
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BUILDING COSTS OF A STANDARD SIX ROOM FRAME HOUSE BUILT IN ST. LOUIS 


Costs are groupea into four classifications of materia! 
head. A further breakdown of these groups is given in t lumns 
table are numbered, and a brief description of the items includ i given 
paragraphs below. Paragraphs are numbered to correspond with the r de sc 
Building material costs are indicated by the letter M 
red by the letter L. 

No labor items are shown in Column 10, Building Hardwar: 
included in Column 5, Millwork 


i three of over 
wf the 
in the 
ribed 


labor iteins, in 


Group A 
(1) Masonry: Cement, sand, gravel, quick lime 
face and common brick, fire brick, flue lining. 
(2) Tile Work: 4-1/4 x 4-1/4 wall tile, ceramic floor tile 

Group B 
(3) Unfinished Lumber: Columns, beams, 
rior studs, rafters, bracing, etc 
(4) Finished Lumber: Sub-flooring, sheathing 
phalt shingle roofing, roofing felt, tar paper, shutters 
(5) Millwork: Windows, doors, trim, kitchen « 

Group C 
(6) Heating 


hydrated 


floor and 
beveled 
abinet 


Boiler, insulating jackets, fittings, tools 


| Group a | 
| | 
se. tom |} 3 
M L | M L | L M 
$343 $388 |$ 24 $13 218 $101 |$428 
362 388, 24 13| 212 101 | 415 
360 388/ 24 13] 189 108| 373 
366 396| 24 224 108 


438 
456 413 25 | 258 109 500 


GROUP B GROUP C 


Year (4) (5 ) (7) 
L M I I M I 
$134 |$350 
134) 349 
145 329 
145| 363 
146| 396 


1913 
1914 
1915 
1916| 
1917 


136 | 248 
144 249 
144 309 
152; 359 


110 
116 





292 
519 
607 
479 
362 


1918 
1919] 
1920 || 
1921 )| 
1922|| 


539 
624 
742 
674 
609 


25 
25 
28 
25 
25 


421 
453 
463 
501 
506 | 


118 
128 | 
183 | 
188 
174 


570 
1008 
1189 

920 

703 


158 
170 


449 
729 
243 1030 
250; 506 
232) 571 


152 
160 
184 
192 
204 


359 124 
349 
372 
460 
433 








166 


633 
618 
606 
566 
565 


1923| 
1924| 
1925 
1926 
1927| 
] 


576 
703 
684 
653 | 
621 | 


25 
251 
251 
251 
251 


410 
401 
| 375 

379 
354 


793 
779 
732 
732 
715 


200 
246 
251 
240 
228 


268; 551 
328) 492 
335| 472 
320} 432 
304 


430 
388 
381 
381 


395 


227 
277 
255 
244 
184 


224 
197 


| 
1928 || 
1929 || 
1930] 
1931 

1932|| 


563 
565 
474 
411 
438 


208 
185 
185 
155 
139 


541 
541 | 
422 | 
342 | 


406 
360 
340 
313 
268 


184 
184 
135 
108 
108 


644 
687 
655 
594 
532 


244 
244 
181 
145 
145 


382 
385 
341 
322 
286 


184 
184 
140 
112 
112 


114 


1933 || 
1934 | 


1935 

I 
| 
} 
| 
| 
| 


457 
540 
508 
506 
503 


130 
122 
111 
111 
111 


355 
439 
399 
364 
395 


562 
713 
638 
655 
742 


108 
108 
135 
159 
186 


145 
145 
181 
209 
245 


270 
279 
292 
301 
326 


112 
112 
140 
160 | 
160 | 


91 
91 
1937 


1938 
1939 


508 
513 


103 
103 


350 
360 


647 
660 


157 
159 


204 
211 


160} 297 
160} 277 





1940 
1940 
1940 
1940 


510 
510 
510 
510 


103 
103 
103 
145 


374 
| 371 
| 371 

494 


679 
651 
651 
7163 


158 | 
158 
158 | 


215 
215 
215 
218 


282 

160} 285 

160] 285 

160} 294 
| 


160 
266 
966 


628 





1941]| 515 
487 
510 


514 


145 
159 
159 
159 


493 
463 
553 
| 544 


808 
771 
802 
861 


243 
243 
279 
303 


645 
633 
635 
689 


160 
180 
180 
200 


266 

1941| 27! 
1941|| — 
1941} 289 
| 
1942)! 
1942|| 
1942)) 
1942! 
nl 


514 
520 
520 
520 


175 
175 
175 
162 


536 
547 
540 
| 558 


854 
876 
874 
884 


305 689 
305; 715 
307) 715 
274 715 


200 
200 
200 
180 


1943]| 
1943)| 
1943)| 
1943 


520 
520 
520 
528 


151 
151 
151 
151 


561 
561 
| 561 
| 662 


884 
884 
884 
1005 


715 
715 
715 
715 


274 
274 
247 
247 


180 
180 
180 
180; 317 
1944 
1944 
1944 
1944 


528 
528 
528 
537 


175 
175 
175 
175 


662 
700 
700 
700 


1003 
1109 
1109 
1112 


663 
663 
679 
679 


247 
247 
247 
247 


180! 3 
180; 3 
180; 3 

3 


1 
1 
1 
180 1 


( 


1945 
1945 
1945 
1945 


537 
551 
551 
603 


175 
175 
175 
175 


700 
700 
700 
695 


1112 
1112 
1112 
1117 


702 
702 
702 
702 


317 
317 
320 
320 


277 
277 
307 
429 


180 
180 
200 


113 292 


1946 
1946 
1946 
1946 


609 
615 
631 
644 


175 
175 
175 
175 


695 
714 
714 
723 


1117 
1100 
1118 
1134 


113 
113 
113 
113 


702 
702 
734 
837 


456 
456 
499 
499 


322 
332 
358 
383 


308 
308 
308 
330 


1134 

1150 
|1177 

1177 
}1175 
|1033 
| 


1947 
1947 
1947 
1947 
1947 
1947) 


1947! 
1947 
1947 
1947 
1947 
1947 


645 
645 
645 
675 
681 
681 


214 
214 
214 
214 
214 


1685 
1695 
1749 
1752 
| 1640 
1597 


131 
131 
131 
131 
131 
131 


1017 
1030 
1035 
1035 
1035 
1035 


553 
553 
553 
553 
553 
553 


404 
406 
406 
401 
396 
396 


396 
396 
396 
396 
396 
396 





681 
696 
701 
709 


131 
131 | 
131 
147 
147 
147 


1631 
1631 
1643 
1668 
1706 
1706 


1035 
1072 
1072 
1087 
1087 
1107 


553 
553 
553 
553 
563 
563 


396 
404 
432 
432 
438 
438 


396 
396 
396 
396 
396 | 


396 


| 

939 
939 

939 

| 986 

1028 

11045 


1948 
1948) 
1948 
1948 


563 | 1107 
563 | 1112 
563/ 1112 
a 


147 |1045 
147 |1045 
147 |1045 
147 |1045 


1706 
1714 
1720 
| 1713 


457 
509 
497 
501 


396 
396 
396 
396 | 








| 
| 
| 
| 
| 


116 | 
122 | 


130 | 
150 
156 | 
184 | 
207 | 
159 


151 | 
151 | 


91 
91 | 


114 | 
131 | 


, M L{|M L|M 
$136 |$231 $110 |$ 65 $12 |$36 $49/$59 


101 
108 


radiation. 
(7) Plumbing: Soil pipes and connections, stack, water pipe and connections, lead oak- 
um and bathroom fixtures; hot water heater and tank to be furnished by others. 
Group D 
(8) Sheet Metal: Galv. iron (present) gutters, downspouts, flashing. 
(9) Electrical Work: Main switch, BX cable, switch boxes, receptacles, transformer, 
etc. No fixtures included. 
(10) Nails and Hardware 
hardware. 
(11) Painting, White lead, linseed oil, turpentine. 
(12) Miscellaneous: Metal and wood laths, corner bead, insulation. 
Total Material and Labor Costs 
Group E 
(13) Overhead and profit of subcontractors in plastering, metal work, heating, plumb- 
ing, electrical work and tile work. 
(14) General contractor’s profit. 
(15) Missouri sales tax (now 2% on materials), old age and unemployment tax (Federal 
and State), liability and employees’ compensation insurance, fire and tornado insur- 
ance, completion bond, 
(16) Total overhead, profit and other costs. 
TOTAL CONSTRUCTION COST 


Common and wire nails, bolts, damper, ash doors, finish 


GROUP D | GROUP E 


(8) (9) (10) (11) Total 
M L 
$1973 $1146 
1973 1146 
1911 1197 
2250 1205 


2610 1242 


(13) |(14) |(15) 
M 

B16 $ 
16 
17 
22 
26 


IS 248 6337 
248 | 337 
257 | 337 
295 | 375 
325 | 418 


$132 
132 
135 
142 
152 


32 49] 59 
52| 64 
52| 86) 
54) 110| 


59 
68 


12 
12 
12 
12 


346 | 457 
342 | 566 
366 | 677 
372| 581 
370 | 536 


30 
31 
36 
30 


118 
113] 
143 | 
94 | 
79 


2924 
3928 
4713 
3664 
3248 


95 
83 
83 
64 
64 


14 
15 
21 
22 


54| 
57 
66 
69 
73 


163 
187 
227 
215 
205 


1295 
1386 
1695 
1773 
1744 


407 | 582 
527| 656 
508 | 638 
499 | 617 
469 | 582 


70 
64 
68 
69 


94 
97 


81 

100 
92 
87 
66 


3429 
3521 
3404 
3316 
3190 


228 
274 
267 
254 


1986 
2510 
2467 
2359 
2157 





438 | 544 
438 | 545 
380 | 479 
317| 412 
295 | 395 


66 
66 
50 
40 
40 


3141 
3156 
2984 
2655 
2507 


1856 
1856 
1429 
1147 
1141 


213 
175 
146 
142 


2700 
3217 
3091 
3071 
3306 


40 
40 
50 
57 
57 


291 | 413 
299 | 466 
300 | 481 
344 | 505 
363| 544| 


146 
154 
174 
239 
310 


1141 
1141 
1422 
1631 
1768 | 














57 
57 


3106 
3026 


333) 494 
344| 505| 


1532) 
1696 


306 
323 


57 
57 
57 
57 


3129 
3108 
3108 
3482 


352) 516} 
352, 516| 
352! 516| 
385| 564 


327 
327 
327 
351 


1702 

1702 | 
1702 || 
1768 || 








3507 
3432 
3626 
3800 


58 
63 
63 
72 


375 
376 
397 
424 


380! 585/ 
396 | 581| 
396 | 613] 
433| 650} 
431| 653| 
433| 663| 
435 | 668 | 
419| 639) 


1950 | 
1990 || 
2108 || 
2279 || 





427 
429 
427 
403 


i 
2307 || 
2307 || 
2331 || 
2111 | 


72 
72 
86 


3799 
3883 
| 3882 
3881 


419 | 639 
419| 639 

422| 631] 393 
422) 656| 398 


402 
402 


2111 
2111 
2022 | 
2022 | 


3873 
3873 
3867 
4112 


4082 
4226 
4242 
4262 


398 
400 
401 
411 


422 | 653 
422 | 667| 
422| 669] 
422! 682! 


2022 || 
2022 | 
2022 | 
2136 | 








2233|| 426 | 694 
2233 || 426 | 696 | 
2382|| 438 | 712! 
3177|| 515 | 805 
if 
3421 || 
3450 
3564 
3685 || 


4285 
4299 
4302 
4354 


426 | 
427 
455 
553 | 








544| 834) 
554 | 842) 
566 | 868) 
586 | 900) 


4377 
4416 
4551 
4732 


583 
589 
607 
81| 43 629 
670 |1103| 
670 /1112| 
670 |1122| 
676/128) 


750 
7154 
757 
759 
755 
748 


4162| 
4162| 
4162| 
4162! 
4162 
4162 


115 |185 
127 |185 
132 |186 
132 |185 
132 |176 
132 |176 


6244 
6296 
6391 
6445 
6321 
6143 


675 |1116 
678 |1098 | 


678 |1092| 
681 |1099 | 
694 |1108| 
701 |1120) 
743 |1169 
743 (1172 


! 
132 |176 
132 |174 
132 |173 
134 |173 
134 |173 
134 |173 


6083 
6146 
6220 
6317 
6551 
6588 


746 
748 
751 
7158 
797 
798 


4162 
4162 
4162 
4178 
4394 
4394 


127 
127 
127 
127 
127 


6628 
6678 
6701 
6754 


745 
743 
744 
757 


127 (139 |173 
127 |139 |173 
127 |139 |197 
127 |139 |197 


1177 
1182 
1184 
1191 


796 
794 
794 
798 


4394 
4394 
4394 
4394 















































They recovered to almost as high a peak by 1924, then fell off slowly. Their abrupt 
rise in 1920 caused quite a slump (25 per cent) in residential construction, but their 
slump in 1921 and 1922 caused building to pick up once again, reaching its peak in 
1925. 


During 1924 and 1925 when construction costs were at a near peak, more residen- 
tial units were started than in any other two years in our history. The pattern is 
about to be repeated. 


Each time we have felt that construction costs had reached their peak, the infla- 
tion mainspring of our economy received another twist and forced prices still higher. 
Barring anything more drastic than “sustaining” inflation jolts, we expect 1948 to be 
the peak year for construction costs, Right now we cannot tell just when that peak 
will come, but we believe that the first important price break will be in lumber, and 
that it will come between Labor Day and Christmas, As we have said before, we do 
not anticipate such a drop in lumber prices as took place during 1920, but we do 
look for an important decline. 


The month of March saw the start of 67,000 perma- 
DWELLING UNITS nent nonfarm dwelling units. This figure, added to 

those of January and February, brings the first 
quarter of 1948 to 164,000 units - 15 per cent ahead of 1947’s first quarter. The 
starts per 1000 families likewise show a sizable increase in 1948 over 1947: 


PERMANENT NONFARM DWELLING UNITS STARTED 
PER 1000 FAMILIES (Annual basis) 


1947 1948 
January 22.4 27.9 
February 21.5 22.9 
March 20.8 24.0 


This increase in construction activity is more remarkable in the face of the very 
bad weather that prevailed over most of the country during January and February. 
The outlook is for another big year for the home builders. So far, more difficult 
financing does not appear to be much of an obstacle to the construction rate, and 
while credit may continue to tighten during the year, we expect that the contraction 
will not be so sudden as to seriously hamper home building. The supply situation 


in building materials continues to improve and will probably result in more rapid 
completions as the year goes on. 


Business activity reachedits highest postwar pitch 
BUSINESS ACTIVITY in February of this year, although the index for 

Marchand April will probably show slight decreas- 
es due to the latest dramatic exhibition of Mr. Lewis. We believe that inflationary 
factors will dominate our economy throughout the year and that business activity 
will remain high. On the inflation side we have the new defense program (probably 
won’t be felt until the last quarter), more money for labor - the past coal strike (and 
an impending one this summer), the lower bracket tax cut, soldiers’ bonus, the 
Marshall Plan, and the possibility of additional expansion of bank credit. On the 
deflation side we have Mr. Eccles, the attempt of the bankers to place voluntary 
restraint on credit expansion, and a passive (so far) resentment on the part of the 
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public to high prices. In some lines we expect lower prices, The world food situa- 
tion has improved greatly and, barring bad weather, food prices should be lower by 
fall, The more competitive lines in home appliances and clothing should also show 


some downward price movement by then. We do not expect a drastic general down- 
turn in 1948. 


Although the future is still cloudy, business men are probably in for a very 
good business year, but a very rough year on their nervous systems, The antics 
of our servants in Washington are enough to give almost anyone high blood pressure 
and, after the State Department’s lighthearted attitude toward warnings of Communist 
activity at Bogota, no inanity seems impossible, 


As if the Reds were not enough to contend with, we also have the home-grown 
anarchy of John Lewis. The settlement of the recent coal strike was one of the 
weirdest happenings of the season, A union leader negotiated with a Senator and the 
Speaker of the House to settle on a pension plan for coal miners, The operators, who 
were not represented at the meeting, have now gone to court, claiming that the settle- 
ment violates the Taft-Hartley law. Apparently Judge Goldsborough is the only man 
in the country who can really “negotiate” with Mr. Lewis. 


Although the Communists have been soundly trounced in the Italian election, the 
Russian bear is not defeated - he has simply retired to his lair to lick his wounds and 
to gain new strength. Rest assured he will venture forth again and, if past perform- 
ances are any criterion, we are in for many anxious moments while our government 
scurries first in one direction, then the other, searching for a way to bottle him up. 
Although these experiences have been nerve-racking, we are still hopeful that our 
government will become more adept at checkmating the Russians. We do not expect 
a peaceful settlement soon, if at all, but we do not expect an early war either. 
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